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Mission of the Service

The purpose of the Internal Revenue Service is to
collect the proper amount of tax revenue at the least
cost; serve the public by continually improving the

Statement of Principles
of Internal Revenue
Tax Administration

The function of the Internal Revenue Service is to
administer the Internal Revenue Code. Tax policy
for raising revenue is determined by Congress.

With this in mind, it is the duty of the Service to
carry out that policy by correctly applying the laws
enacted by Congress; to determine the reasonable
meaning of various Code provisions in light of the
Congressional purpose in enacting them; and to
perform this work in a fair and impartial manner,
with neither a government nor a taxpayer point of view.

At the heart of administration is interpretation of the
Code. It is the responsibility of each person in the
Service, charged with the duty of interpreting the
law, to try to find the true meaning of the statutory
provision and not to adopt a strained construction in
the belief that he or she is “protecting the revenue.”
The revenue is properly protected only when we as-
certain and apply the true meaning of the statute.

quality of our products and services; and perform in a
manner warranting the highest degree of public
confidence in our integrity, efficiency and fairness.

The Service also has the responsibility of applying
and administering the law in a reasonable,
practical manner. Issues should only be raised by
examining officers when they have merit, never
arbitrarily or for trading purposes. At the same
time, the examining officer should never hesitate
to raise a meritorious issue. It is also important
that care be exercised not to raise an issue or to
ask a court to adopt a position inconsistent with
an established Service position.

Administration should be both reasonable and
vigorous. It should be conducted with as little
delay as possible and with great courtesy and
considerateness. It should never try to overreach,
and should be reasonable within the bounds of law
and sound administration. It should, however, be
vigorous in requiring compliance with law and it
should be relentless in its attack on unreal tax
devices and fraud.



Introduction

The Internal Revenue Bulletin is the authoritative instru-
ment of the Commissioner of Internal Revenue for
announcing official rulings and procedures of the Inter-
nal Revenue Service and for publishing Treasury Deci-
sions, Executive Orders, Tax Conventions, legislation,
court decisions, and other items of general interest. It is
published weekly and may be obtained from the Superin-
tendent of Documents on a subscription basis. Bulletin
contents of a permanent nature are consolidated semi-
annually into Cumulative Bulletins, which are sold on a
single-copy basis.

It is the policy of the Service to publish in the Bulletin all
substantive rulings necessary to promote a uniform
application of the tax laws, including all rulings that
supersede, revoke, modify, or amend any of those
previously published in the Bulletin. All published rulings
apply retroactively unless otherwise indicated. Proce-
dures relating solely to matters of internal management
are not published; however, statements of internal
practices and procedures that affect the rights and
duties of taxpayers are published.

Revenue rulings represent the conclusions of the Ser-
vice on the application of the law to the pivotal facts
stated in the revenue ruling. In those based on positions
taken in rulings to taxpayers or technical advice to
Service field offices, identifying details and information
of a confidential nature are deleted to prevent unwar-
ranted invasions of privacy and to comply with statutory
requirements.

Rulings and procedures reported in the Bulletin do not
have the force and effect of Treasury Department
Regulations, but they may be used as precedents.
Unpublished rulings will not be relied on, used, or cited
as precedents by Service personnel in the disposition of
other cases. In applying published rulings and proce-
dures, the effect of subsequent legislation, regulations,

court decisions, rulings, and procedures must be consid-
ered, and Service personnel and others concerned are
cautioned against reaching the same conclusions in
other cases unless the facts and circumstances are
substantially the same.

The Bulletin is divided into four parts as follows:

Part 1.—1986 Code.
This part includes rulings and decisions based on
provisions of the Internal Revenue Code of 1986.

Part Il.—Treaties and Tax Legislation.

This part is divided into two subparts as follows:
Subpart A, Tax Conventions, and Subpart B, Legislation
and Related Committee Reports.

Part Ill.—Administrative, Procedural, and Miscellaneous.
To the extent practicable, pertinent cross references to
these subjects are contained in the other Parts and
Subparts. Also included in this part are Bank Secrecy
Act Administrative Rulings. Bank Secrecy Act Administra-
tive Rulings are issued by the Department of the
Treasury’s Office of the Assistant Secretary (Enforce-
ment).

Part IV.—Items of General Interest.

With the exception of the Notice of Proposed Rulemak-
ing and the disbarment and suspension list included in
this part, none of these announcements are consoli-
dated in the Cumulative Bulletins.

The first Bulletin for each month includes an index for
the matters published during the preceding month.
These monthly indexes are cumulated on a quarterly and
semiannual basis, and are published in the first Bulletin
of the succeeding quarterly and semi-annual period,
respectively.

The contents of this publication are not copyrighted and may be reprinted freely. A citation of the Internal Revenue Bulletin as the source would be appropriate.

For sale by the Superintendent of Documents U.S. Government Printing Office, Washington, D.C. 20402.



Part I. Rulings and Decisions Under the Internal Revenue Code of 1986

Section 42.—Low-Income Housing payments under section 9 of the Act (42r its operation that require a reduction
Credit U.S.C. 1437g) are federal grants requirin the building’s eligible basis under
The adjusted applicable federal short-term, migi"9 & redu_ctlor_1 in e_IlglbIe basis. _ section 42(d)(5)._ These payments in-
term, and long-term rates are set forth for the The legislative history of section 42clude rental assistance payments made
month of April, 1997. See Rev. Rul. 97-17,indicates that section 42(d)(5) was enunder section 8 of the Act, certain
page 5. acted to prevent a taxpayer frompayments made under section 9 of the
R . “double-dipping” in federal benefits. S. Act, and payments made under such
26 PR 142 10T Elgble basis reduced bypep. No. 313, 99th Cong., 2d Sess. Ilother programs or methods of rental
ederal grants (temporary). 767 (1986), 1986-3 (Vol 3) C.B. 767.assistance as may be designated in the
T.D. 8713 This would occur, for example, if the Feder_al Register or the Internal Revenue
owner of a building received both theBulletin.
DEPARTMENT OF THE TREASURY low-income housing credit and a

Internal Revenue Service federal-interest subsidy or federal granBpecial Analyses
26 CFR Part 1 with respect to the building. The legisla- It has been determined that this Trea-
tive history further indicates, however, N L

Section 42(d)(5) Federal Grants. - - ury deqsmn is not a S|gn|f|cant regula-
e e Congress g ot tend 9 ealary acton a5 ceinea n EO 12050

AGENCY: Internal Revenue Service ts for thi Thus. the | Frherefore, a regulatory assessment is not

(IRS), Treasury. gﬁ\?es h(i)srtor;/S irerL(j:Iriggtsees. th;f’ noe bZ%'isstfequired. It also has been determined

ACTION: Temporary regulations. reduction is required for rental assis—;]r%tczzitr'gnAgts C(’aészosf ?ecﬁggg]r'sg;ag(\)/gs

SUMMARY: This document contains ©2NC€ payments provided by the Departﬁot apply to these regulations and, be-
temporary regulations with respect toment of Housing and _Urban DeveIOp'cause these regulations do not impose
the low-income housing tax credit relat-MenNt (HUD) undgr section 8 of the Act. on small entities a collection of informa-

ing to the application of section 42(d)(5)(In co?tzast to :h's treatment ?f Sec”?qion requirement, the Regulatory Flex-
to certain rental assistance program 5 ren2a assis ar|1|ce dpaymen f] slec Io|%i|ity Act (5 U.S.C. chapter 6) does not
under section 42(g)(2)(B)(i). The regula-. (©)(2) generally denies the .OW'appIy. Therefore, a Regulatory Flexibil-
tions clarify that certain types of federalNcOMe housing tax credit to bu'ld'ngsity Analysis is not required. Pursuant to

rental assistance payments do not res at receive “moderate rehabilitation aSsection 7805(f) of the Internal Revenue
in a reduction in the eligible basis of a

iétance” under section 8(e)(2) of theCode, this temporary regulation will be
low-income housing building. The text )- submitted to the Chief Counsel for Ad-
of these regulations also serves as the HUD recently was granted the authorygcacy of the Small Business Adminis-

text of REG-254394-96, page 14. ity to assist mixed-finance projects Unyation for comment on its impact on
der section 9 of the Act. Under this NeWgmall business.

EFFECTIVE DATE: These regulationsinitiative, public housing authorities re-
are effective January 27, 1997. ceiving HUD assistance are permitted t@yrafting Information
_ disburse that assistance to private own-
f-ggTFgE:;gE;éTSoxmﬁzl%gzggyz_ers as reimbursement for the operating The principal author of these regula-
3040 (not a toll-free call) expenses of units the owner has agregtbns Is Christopher J. Wilson, Office of
' to maintain for public-housing tenants.Assistant Chief Counsel (Passthroughs
SUPPLEMENTARY INFORMATION:  This section 9 assistance for operatingnd Special Industries). However, other
expenses functions in a manner similapersonnel from the IRS and Treasury
Background to rental assistance payments under seBPepartment participated in their devel-
. .. tion 8 of the Act. The section 8 rentalopment.
Under section 42(d)(1), the eligible ggsistance payments are designed to
basis used to compute the low-incom@ompensate the unit owner for all or A A

housing tax credit of a new low-incomepayt of the difference between the rent a _

building is the adjusted basis of the|gy.income tenant is able to pay and Adoption of Amendments to the Regula-

taxable year of the credit period. Sectiorsjmilarly. the section 9 pavments are ) ,

42(d)(5) provides that if, during a taX'designe}:j to cover an aIIoF():a}l;Ie share of Accordingly, 26 (CFR part 1 1s

able year in the compliance period (a$perating costs of the units rented to mended as follows:

d(raa];wte(ijs Irr]n;deecuvc\)/ﬂhélrze(ls)(le)c)f %fsdgﬁlow-income_ tenants, thus, in effect,PART 1—INCOME TAXES

?ncome building . or tﬂe oneration supplementing the rents that these ten- paragraph 1. The authority citation for
g P ants are required to pay. part 1 is amended by adding an entry in

thereof, the eligible basis of the building numerical order to read in part as fol-
for the taxable year and all succeedingypjanation of Provisions lows: P

taxable years is reduced to the extent of .
the federal grant. Questions have arisen These temporary regulations provide Authority: 26 U.S.C. 7805
whether rental assistance payments uthat certain federal rental assistance pay- Section 1.42-16T also issued under
der section 8 of the United States Housments made to the owner of a building26 U.S.C. 42(n); * * *

ing Act of 1937 (Act) (42 U.S.C. on behalf of low-income tenants are not Par. 2. Section 1.42-16T is added to
§ 1437f) and certain rental assistancéederal grants with respect to a buildingread as follows:
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§ 1.42-16T Eligible basis reduced by(including developer’s fees) or the prin-month of April, 1997. See Rev. Rul. 97-17, this
federal grants (temporary). cipal or interest of any debt incurredPade-
with respect to any part of the building.

(a) In general.If, during any taxable (d) Effective dateThis section is ef-
year of the compliance period (describedective January 27, 1997.

in section 42(i)(1)), a grant is made with Section 807.—Rules for Certain
respect to any building or the operation Margaret Milner Richardson, Reserves

thereof and any portion of the grant is Commissioner of Internal Revenue. The adjusted applicable federal short-term, mid-
funded with federal funds (whether or term, and long-term rates are set forth for the
not includible in gross income) the Approved January 8, 1997. month of April, 1997. See Rev. Rul. 97-17, this
eligible basis of the building for the o hage

taxable year and all succeeding taxable , _ Donald C. Lubick,

years is reduced by the portion of the Acting Assistant Secr?l'traeg/sﬁf the

grant that is so funded. V' Section 846.—Discounted Unpaid

i in (Filed by the Office of the Federal Register on ;
rerﬁ?a)ll G;sgiiar?(?e r;)(:yrrllr;:tge fe((:jeer;[z;n January 24, 1997, 8:45 a.m., and published in thI(-:Tosses Defined
. ’ issue of the Federal Register for January 27, 1997, The adjusted applicable federal short-term, mid-
rer_‘ta-] assistance payment made 10 & FR. 3792 term, and long-term rates are set forth for the
building owner on behalf or in respect month of April, 1997. See Rev. Rul. 97-17, this

of a tenant is not a grant made withsection 280G.—Golden Parachute page.
respect to a building or its operation ifPayments

the payment is made pursuant to— .
1) Section 8 of the United States tFEderal S??rt-ttﬁr?]' trr?ld-tem:’h afn ?A I('Jlngl-st)egr;n
Ho(ulin Act of 1937 aeo Rav RuL g;_ﬂorthisep;“g? ot Aprt, ‘Section 1274.—Determination of
9 ' ’ Issue Price in the Case of Certain

(2) A qualifying program of rental Debt Instruments Issued for

assistance administered under section . . Propert
of the United States Housing Act ofgectlon 382.—Limitation on Net perty

1937" or Operating Loss Carryforwards and  (aiso Sections 42, 280G, 382, 412, 467, 468, 482,
' Certain Built-In Losses Following 483, 642, 807, 846, 1288, 7520, 7872.)
(3) A program or method of rental Ownership Change
assistance as the Secretary may desig- , _ Federal rates; adjusted federal
nate through thé=ederal Registeror in forT Qﬁeadr{]“;;fﬁ foefd‘iglmlyonl%gmsrs;e 'Ffei?tézrﬁ'}ates; adjusted federal long-term rate,
the Internal Revenue Bulletin (seeg7-17, this page. and the long-term exempt rate. For
§ 601.601(d)(2) of this chapter). purposes of sections 1274, 1288, 382,
(c) Qualifying rental assistance pro- and other sections of the Code, tables
gram. For purposes of paragraph (b)(2)Section 412.—Minimum Funding set forth the rate for April, 1997.

of this section, payments are made purStandards Rev. Rul. 97-17

suant to a q_uf':llifying rental aSS_iStance The adjusted applicable federal short-term, mid- '

program administered under section 9 oferm, and long-term rates are set forth for the This revenue ruling provides various
; i month of April, 1997. See Rev. Rul. 97-17, this . .

the United State Housing Act of 1937 tg /' P prescribed rates for federal income tax

the extent that the payments— purposes for April 1997 (the current
(1) Are made to a building owner month.) Table 1 contains the short-term,
pursuant to a contract with a publicsection 467.—Certain Payments mid-term, and long-term applicable fed-
?housing autEority withdretspect 'tot unitsfor the Use of Property or Services  eral rates (AFR) for the current month
e owner has agreed to maintain as : . ) _for purposes of section 1274(d) of the
public housing units (PH-units) in theterTn?’ e :,?é“s,gi%jgﬂ"?;’{g;ffgi;“?{,ﬂttﬁ"f“O'r”El'qde;memm Revenue Code. Table 2 contains
building; month of April, 1997. See Rev. Rul. 97-17, thisthe short-term, mid-term, and long-term
(2) Are made with respect to unitspage. adjusted applicable federal rates (ad-
occupied by public housing tenants, pro- justed AFR) for the current month for
vided that, for this purpose, units may purposes of section 1288(b). Table 3
be considered occupied during periodSection 468.—Special Rules for sets forth the adjusted federal long-term
of short term vacancy (not to exceed 6Mining and Solid Waste rate and the long-term tax-exempt rate
days); and Reclamation and Closing Costs described in section 382(f). Table 4

(3) Do not exceed 'the difference be— The adjusted applicable federal short-term, midcontain_s .the appropria;e percentages for
tween the rents received from a buildterm, and long-term rates are set forth for thedetermining the low-income housing
ing’s PH-unit tenants and a pro ratamonth of April, 1997. See Rev. Rul. 97-17, thiscredit described in section 42(b)(2) for

portion of the building’s actual operatingP29¢- buildings placed in service during the
costs that are reasonably allocable to the current month. Finally, Table 5 contains
PH-units (based on square footage, the federal rate for determining the
number of bedrooms, or similar objec-Section 483.—lInterest on Certain present value of an annuity, an interest
tive criteria), and provided that, for this Deferred Payments for life or for a term of years, or a

purpose, operating costs do not include the adjusted applicable federal short-term, midf€mainder or a reversionary interest for
any development costs of a buildingterm, and long-term rates are set forth for thgpurposes of section 7520.
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REV. RUL. 97-17 TABLE 1
Applicable Federal Rates (AFR) for April 1997
Period for Compounding

%

Annual Semiannual Quarterly Monthly
Short-Term
AFR 5.91% 5.83% 5.79% 5.76%
110% AFR 6.51% 6.41% 6.36% 6.33%
120% AFR 7.12% 7.00% 6.94% 6.90%
130% AFR 7.72% 7.58% 7.51% 7.46%
Mid-Term
AFR 6.49% 6.39% 6.34% 6.31%
110% AFR 7.15% 7.03% 6.97% 6.93%
120% AFR 7.82% 7.67% 7.60% 7.55%
130% AFR 8.48% 8.31% 8.23% 8.17%
150% AFR 9.82% 9.59% 9.48% 9.40%
175% AFR 11.49% 11.18% 11.03% 10.93%
Long-Term
AFR 6.88% 6.77% 6.71% 6.68%
110% AFR 7.59% 7.45% 7.38% 7.34%
120% AFR 8.28% 8.12% 8.04% 7.99%
130% AFR 8.99% 8.80% 8.71% 8.64%
REV. RUL. 97-17 TABLE 2
Adjusted AFR for April 1997
Period for Compounding
Annual Semiannual Quarterly Monthly
Short-term
adjusted AFR 3.75% 3.72% 3.70% 3.69%
Mid-term
adjusted AFR 4.55% 4.50% 4.47% 4.46%
Long-term
adjusted AFR 5.45% 5.38% 5.34% 5.32%
REV. RUL. 97-17 TABLE 3
Rates Under Section 382 for April 1997
Adjusted federal long-term rate for the current month 5.45%
Long-term tax-exempt rate for ownership changes during the current month (the highest of the
adjusted federal long-term rates for the current month and the prior two months.) 5.50
REV. RUL. 97-17 TABLE 4
Appropriate Percentages Under Section 42(b)(2) for April 1997
Appropriate percentage for the 70% present value low-income housing credit 8.57
Appropriate percentage for the 30% present value low-income housing credit 3.67

REV. RUL. 97-17 TABLE 5
Rate Under Section 7520 for April 1997

Applicable federal rate for determining the present value of an annuity, an interest for life or a term of

years, or a remainder or reversionary interest

7.8%




Section 1288.—Treatment of Section 7520.—Valuation Tables Section 7872.—Treatment of Loans

Original Issue Discount on The adjusted applicable federal short-term, migWith Below-Market Interest Rates
Tax-Exempt Obligations

term, and Iong—term rates are set forth for the The adjusted applicable federal short-term, mid-
The adjusted applicable federal short-term, midMmonth of April, 1997. See Rev. Rul. 97-17,term, and long-term rates are set forth for the

term, and long-term rates are set forth for thePage 5. month of April, 1997. See Rev. Rul. 97-17,
month of April, 1997. See Rev. Rul. 97-17, page 5.
page 5.




Part Ill. Administrative, Procedural, and Miscellaneous

Weighted Average Interest Rate range of interest rates used to calculatBub. L. 103—465 (GATT).

Update current liability for the purpose of the The average yield on the 30-year
) full funding limitation of § 412(c)(7) of Treasury Constant Maturities for Febru-

Notice 97-23 the Internal Revenue Code as amendeaty 1997 is 6.69 percent.

Notice 88—73 provides guidelines forby the Omnibus Budget Reconciliation The following rates were determined
determining the weighted average interAct of 1987 and as further amended byfor the plan years beginning in the
est rate and the resulting permissibléhe Uruguay Round Agreements Actmonth shown below.

90% to 107% 90% to 110%
Month Year Weighted Average Permissible Range Permissible Range
March 1997 6.87 6.18 to 7.35 6.18 to 7.56

Drafting Information

The principal author of this notice is Donna Prestia of the Employee Plans Division. For further information regarding this
notice, call (202) 622-6076 between 2:30 and 4:00 p.m. Eastern time (not a toll-free number). Ms. Prestia’s number is (202)
6227377 (also not a toll-free number).




Part IV. Items of General Interest

Notice of Proposed Rulemaking SUPPLEMENTARY INFORMATION: 331 applies if (a) the installment obliga-
and Partial Withdrawal of Previous tions are qualifying installment obliga-
Notice of Proposed Rulemaking Background tions, i.e., the installment obligations are
o ] Section 453(h), relating to the tax@cquired in respect to a sale or exchgnge
::nstaIIanen_tdOEhgact:lons Retc_:elved treatment of installment obligations re-Of property by the corporation during
rom Liquidating L-orporations ceived by a shareholder from a liquidatthe 12-month period beginning on the

~ ~ ing corporation, was added to the Interdate a plan of complete liquidation is
REG-209332-80 nal Revenue Code of 1954 by theadopted, and (b) the liquidation is com-
AGENCY: Internal Revenue Servicelnstallment Sales Revision Act of 1980.pleted within that 12-month period.
(IRS), Treasury, Proposed regulations under sectiofiowever, an installment obligation ac-
’ 453(h) were published in th&ederal quired in a sale or exchange of inven-
ACTION: Partial withdrawal of previous Register on January 13, 1984 (49 FRtory, stock in trade, or property held for
notice of proposed rulemaking: Noticel742). Subsequently, section 453(h) wagale in the ordinary course of business
of proposed rulemaking. amended by the Tax Reform Act ofqualifies for this treatment only if the
1986. This document withdraws a por-obligation arises from a single bulk sale

SUMMARY: This document withdraws tion of the regulations proposed onof substantially all of such property
portions of the notice of proposedJanuary 13, 1984, at 49 FR 1742 andllributable to a trade or business of the
rulemaking published in theFederal Proposes new regulations under sectioforporation. If an instaliment obligation
Register (49 FR 1742[LR—184-80, 453(_h). The new proposed_ regulati_on$1“593 from both a sale or exchange of
1984-1 C.B. 648]) on January 13, 19842r€ issued under the authority containethventory, etc., that does not comply

in sections 453(j)(1), 453(k) and 7805 ofwith the requirements of the preceding

and proposes new regulations relating t
: nten n le or exchan f other
the use of the installment method to'e Internal Revenue Code of 19gesentence and a sale or exchange of othe

) . Code). assets, the portion of the installment
report the gain _recogmzed by a share( obligation that is attributable to the sale
holder who receives, in exchange for thg-ynanation of Provisions or exchange of other assets is a qualify-
shareholder’s stock, certain installment _ing installment obligation.

obligations that are distributed upon the Prior to the Installment Sales Revi-
complete liquidation of a corporation.sion Act of 1980, a shareholder recogynieraction of Section 453(h) and Limi-

Changes to the applicable tax law werdlized gain or loss on receipt of aniiiong on the Installment Method

made by the Installment Sales Revisiofstallment obligation that was distrib-
Act of 1980 and the Tax Reform Act of Uted by a liquidating corporation in  Under section 453(k)(2), an install-

1986. These regulations would affec€Xchange for the shareholder's stockment obligation arising out of a sale of
taxpayers who receive installment obli-5ain could not be reported under thestock or securities that are traded on an
gations in exchange for their stock upOI{nstallment sale provisions of sectionestablished securities market does not
the complete liquidation of a corpora-+25 25 Payments were received on thaualify for installment method reporting.
tion obligation distributed by the corporationAccordingly, if the stock of a liquidating
' in the liquidation. corporation is traded on an established
DATES: Comments or requests for As enacted by the Installment Salesecurities market, an installment obliga-
public hearing must be received by eVISION Act of 1980 and amended bytion received by a shareholder from that
April 22, 1997. the Tax Reform Act of 1986, sectioncorporation as a liquidating distribution
' 453(h) provides a different treatment foris not a qualifying installment obligation
ADDRESSES: Send submissions tocCertain installment obligations that areand does not qualify for installment
CC:DOM:CORP:R (REG_209332_8O),distributed in a complete liquidation toreporting, regardless of whether the re-
room 5226, Internal Revenue ServiceWhich section 331 applies. Under secquirements of section 453(h) are other-
POB 7604, Ben Franklin Station, Washtion 453(h), a shareholder that does natise satisfied. However, if an install-
ington, DC 20044. Submissions may p&lect out of the installment m_ethpdment obligation received by a
hand delivered between the hours of &reats the payments under the obligatiorshareholder from a liquidating corpora-
a.m. and 5 p.m. to: CC:DOM:CORP:Rrather than the obligation itself, as con+ion, the stock of which is not publicly
(REG-209332-80), Courier’s Desk, In-Sideration received in exchange for theraded, arose from a sale by the corpora-
ternal Revenue Service, 1111 Constitustock. The shareholder then takes inttion of stock or securities that are traded
tion Avenue NW, Washington, DC. Al- account the income from the payment®n an established securities market, then
ternatively, taxpayers may submitunder the obligation using the install-the obligation generally is a qualifying
comments electronically via the interneiment method. In this manner, the shareinstallment obligation in the hands of
by selecting the “Tax Regs” option on holder generally is treated as if thethe shareholder. An exception to this
the IRS Home Page, or by submittingshareholder sold the shareholder’s stociule applies to the extent the liquidating
comments directly to the IRS internetto an unrelated purchaser on the installeorporation is formed or availed of for a
site at http://www.irs.ustreas.gov/prod/ment method. principal purpose of avoiding limitations
tax_regs/comments.html. This treatment under section 453(hpn the availability of installment sale
applies generally to installment obliga-treatment through the use of a related
FOR FURTHER INFORMATION CON- tions received by a shareholder (in exparty. For example, the exception would
TACT: George F. Wright, (202) 622— change for the shareholder’s stock) in apply if a shareholder contributed a
4950 (not a toll-free number). complete liquidation to which sectionsubstantial amount of publicly traded

9 1997-14 |.R.B.



stock to a corporation shortly before orthe shareholder to file an amended retions made on or after the date final

after the corporation adopted a plan ofurn if the reallocation of basis would regulations are filed with the~ederal

liquidation and sold its assets, includingaffect the computation of gain recog-Register.

the publicly traded stock, for an install-nized in an earlier year. An alternative

ment obligation. Under the exceptionmethod would be to require the shareSpecial Analyses

the allocable portion of the insta"menthokjer to recognize in the current year

obligation is not a qualifying installment the additional amount of gain that would

ggl)irgT]aetLlotn réacne(?\,/e(tjhl.:;, elicﬁgiztgdfo?sthaave been reCOganed n the ea.r“er yeaé.ant regu'atory action as defined in EO
ad the total amount of liquidating dis-12866. Therefore, a regulatory assess-

shareholder’s stock. The IRS specificallyyin tions been known in the earlier ; .
requests comments on this exceptior‘year. This portion of the ment is not required. It also has been

== : . proposed reguyetermined that section 553(b) of the
which is contained in 8 1.453-11(C)()jations is reserved and comments ar@gministrati
of these proposed regulations. Administrative Procedure Act (5 U.S.C.

specifically requested regarding _thes%hapter 5) does not apply to these
Determination of Shareholder’s Sellingahndbany othelrl methods of accomplishingegulations, and because the regulations
Price the basis reallocation. do not impose a collection of informa-

o - ) tion on small entities, the Regulatory
All amounts distributed or treated asRecognition of Gain or Loss to thepjexipility Act (5 U.S.C. chapter 6) does

distributed incident to the liquidation areDistributing Corporation Under Section ot apply. Pursuant to section 7805(f) of

included in the selling price of the 453B the Internal Revenue Code, this notice

shareholder’s stock in the liquidating . . .. of proposed rulemaking will be submit-
corporation. This selling price includes A Under section 453B, the disposition " "o 2"~ o0 nsel for Advocacy

the issue price of a qualifying install-Of an instaliment obligation generally %, a1 B siness Administration for
ment obligation that is distributed in the€Sults in the recognition of gain or Iossgommem on its impact on small busi-
liquidation. For this purpose, the issud® the transferor. Thus, in accordance
price of a qualifying installment obliga- W't.h sections 453B and. 336, a.C corpo-
tion is equal to the sum of the adjusted@tion generally recognizes gain or losg.
issue price of the obligation on the dat/Pon the distribution of an _mstallmenté_'earing
of the distribution and the amount ofoPligation to a shareholder in exchang
any qualified stated interest that hadOr the shareholder's stock, including Before these proposed regulations are
accrued prior to the distribution but thatCOMPlete liquidations covered by sectiorygopted as final regulations, consider-
is not payable until after the distribution,#>3(). Section 453B(d) provides amgtion will be given to any comments
In this manner, the accrued but unpai@XCeption to this general rule if thethat are submitted timely (in the manner
qualified stated interest is treated ainstallment obligation is distributed in agescribed in the ADDRESSES portion
having been received and taken intdduidation to which section 337(a) ap-of the preamble) to the IRS. All com-
account by the liquidating corporation,Pli€s (régarding certain complete liqui-ments will be available for public in-
and then distributed by the corporatiorf@tions of 80 percent owned subsidiarspection and copying. A public hearing
to the shareholder in exchange for thd€S). However, that exception does nojyjj pe scheduled if requested by any
shareholder’s stock. The issue price i@PPIY to liquidations under section 331person who timely submits comments. If
also used to compute interest and origi- The Internal Revenue Code provides public hearing is scheduled, notice of
nal issue discount accruals for the shardor a different treatment in the case of ahe date, time and place for the hearing
holder. liquidating distribution by an S corpora-will be published in theFederal Regis-
tion. Section 453B(h) provides that if anter.
Liguidating Distributions Received inS corporation distributes an installment
More Than One Year obligation in exchange for a sharehold-Drafting Information

_er's stock, and payments under the obli- o
Generally, a shareholder that receivegation are treated as consideration for The principal author of these pro-

liquidating distributions in more than ihe stock pursuant to section 453(h)(1)posed regulations is George F. Wright of
one taxable year may recover the basigen the distribution generally is notthe Office of Assistant Chief Counsel
in the shareholder’s stock completelfreated as a disposition of the obligatior{lncome Tax and Accounting). However,
before recognizing any gain. This genyy the S corporation. Thus, except foother personnel from the IRS and Trea-
eral rule is inconsistent with installmentpurposes of sections 1374 and 1375ury Department participated in their
method reporting, which requires thairejating to certain built-in gains anddevelopment.

basis be ratably recovered as paymenigssive investment income), the S cor-

are received. Therefore, if a shareholdeforation does not recognize gain or los®artial Withdrawal of Notice of Pro-
receives liquidating distributions in moregn the distribution of the installmentPosed Rulemaking

than one taxable year, and included iypjigation to a shareholder in a com-

the distributions is an installment obliga-p|ete liquidation covered by section
tion that qualifies for section 453(h) 453(n).

It has been determined that this notice
of proposed rulemaking is not a signifi-

omments and Requests for a Public

Accordingly, under the authority of 26
U.S.C. 7805, § 1.453-2 (a), (b), (c), (d)

treatment, then upon completion of the anld (fIZ' in hthe noticebl_orl: dprop(?]sed
liquidation, basis must be reallocatedbronosed Effective Date rulemaking that was publishea on Janu-
among all property received, or to be P ary 13, 1984 (49 FR 1742) is with-

received, in all years. See section The proposed regulations provide thadrawn.
453(h)(2). One method of achieving thisthis section will be effective for distri-
basis reallocation would be to requirebutions of qualifying installment obliga- L R
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Proposed Amendments to the Reguladjusted issue price of the obligation orio basis do not affect the shareholder’s
tions the date of the distribution (as deterholding period for the stock. These
mined under § 1.1275-1(b)) and thdiabilites do not reduce the amounts
amount of any qualified stated interesteceived in computing the selling price.
(as defined in § 1.1273-1(c)) that has (5) Examples The provisions of this
PART 1—INCOME TAXES accrued prior to the distribution but thatparagraph (a) are illustrated by the fol-
o is not payable until after the distribution.lowing examples. Except as otherwise
Paragraph 1. The authority citation forgqr hyrmoses of the preceding sentencerovided, assume in each example that
part 1 is amended by adding an entry i yhe qualifying installment obligation is A, an individual who is a calendar-year
numerical order to read as follows: subject to § 1.446-2 (e.g., a debt instrutaxpayer, owns all of the stock of T
Authority: 26 U.S.C. 7805 ent that has unstated interest underorporation. As adjusted tax basis in
§ 1.453-11 also issued under 2&gction 483), the adjusted issue price ahat stock is $100,000. On February 1,

Accordingly, 26 CFR part 1 is pro-
posed to be amended as follows:

U.S.C. 453())(1) and (k). * * * the PO PO :
; . qualifying installment obligation is 1998, T, an accrual basis taxpayer,
Par. 2. Section 1.453-11 is added Qetermined by reference to the issuadopts a plan of complete liquidation
read as follows: price of the qualifying installment obli- that satisfies section 453(h)(1)(A) and
_gation under § 1.446-2(d)(1). immediately sells all of its assets to

§ 1.453-11 Installment obligations re

ceived from a liquidating corporation (B) Variable rate debt instrumentif unrelated B corporation in a single

the qualifying installment obligation is atransaction. The examples are as fol-
(a) In general—(1) Overview Except variable rate debt instrument (as definetbws: _ ‘
as provided in section 453(h)(1)(C) (re-n § 1.1275-5), the shareholder uses the Example 1(i) The stated purchase price for T's
lating to installment sales of depreciableequivalent fixed rate debt instrument2SSets is $3,500,000. In consideration for the sale,
. s . makes a down payment of $500,000 and issues
property to certain closely related per{within the meaning of § 1.1275-, 15 ear installment obligation with a stated
sons), a qualifying shareholder (as de5(e)(3)(ii)) constructed for the qualifying principal amount of $3,000,000. The obligation
fined in paragraph (b) of this section)installment obligation on the date theprovides for interest payments of $150,000 on
who receives a qualifying installmentobligation was issued to the quuidatingJ";‘n“(;Juar:%’d3ule ‘;ft ;?tgri{;af’ with the total principal
obl|ga_1t|on (a_s deflned in pa_ragraph (c)co_rporat_lon to qletermlne the accru_als of! (i) Assume that for purposes of section 1274,
qf thls _sect|on) in connection W|th aoriginal issue @sqount, if any, and inter-e test rate on February 1, 1998, is 8 percent,
liquidation that satisfies sectionest on the obligation. compounded semi-annually. Also assume that a
453(h)(1)(A) treats the receipt of pay- (3) Liquidating distributions treated semi-annual accrual period is used. Under
ments in respect to the obligation, ratheas selling price All amounts distributed ﬁet'rlugs‘lz' fggs'sf‘sugnggg 405‘(0th§cg§r'('j@i’ﬁ;'§/” o
than the receipt of the obligation itself,or treated as distributed to a qualifyingypigation has $631,550 of original issue discount
as a receipt of payment for the shareshareholder incident to the liquidation,($3,000,000— $2,368,450). Between February 1
holder’s stock. The shareholder reportincluding cash, the issue price of quali-and July 31, $19,738 of original issue discount
the payments received on the installmerfying installment obligations as deter-a’_‘t(rj] $75v00t0t Ofthquag‘;'_edt?tatedd '”te“isf( acerue
method unless the shareholder electsined under paragraph (a)(2)(ii)(A) ofwécodﬁf%icro € ovligation and are taken into
otherwise in apcordance withthis section, and the fair' market.valge of (iiiy On July 31, 1998, T distributes the install-
§ 15a.453-1(d) of this chapter. other property (including obligations ment obligation to A in exchange for As stock. No
(2) Coordination with other provi- that are not qualifying installment obli- other property is ever distributed to A. On January
sions—(i) Deemed sale of stock for in-gations) are considered as having beeff, 1999 A receives the first annual payment of
stallment obligation Except as specifi- received by the shareholder as the sell-';y" \when the obligation is distributed to A on
cally provided in section 453(h)(1)(C), aing price (as defined in § 15a.453—july 31, 1998, it is treated as if the obligation is
qualifying shareholder treats a qualify-1(b)(2)(ii) of this chapter) for the share-received by A in an installment sale of shares
ing installment obligation, for all pur- holder's stock in the liquidating directly to B on that date. Under § 1.1275-1(b),
. fhe adjusted issue price of the obligation on that
poses of the Internal Revenue Code, asorporation. For the proper method ofy . ™" $2,388,188 (original issue price of
if the obligation is received_ b)_/ the reportin_g liquidating distributions  re- g2 368 450 plus accrued original issue discount of
shareholder from the person issuing theeived in more than one taxable year 0$19,738). Accordingly, the issue price of the
obligation in exchange for the share-a shareholder, see paragraph (d) of thigbligation under paragraph (a)(2)(ii)(A) of this
holder’s stock in the liquidating corpora-section. An election not to report on the3ection is $2,463,188, the sum of the adjusted
i F le, if the stock of ainstallment method an installment obli-jey saaem of the obligation on that date
tion. O_r examp_ » O HTe . - . A, v VU7($2,388,188) and the amount of accrued but
corporation that is liquidating is tradedgation received as a liquidating distribu-unpaid qualified stated interest ($75,000).
on an established securities market, ation applies to all distributions received (v) The selling price and contract price of As
installment obligation distributed to ain the liquidation. ;tzog'g?:”lgs'séaggf*iég& "’I‘If_‘d the gross F’A‘,’f't H
shareholder of the corporation in ex- (4) Assumption of corporate liability 2363188 ($2,463,188 selling price less As ad-
, .7 justed tax basis of $100,000). A's gross profit ratio
change _for the shareholder’s st.ock doeky sharghplders.For purposes qf tr_ns is thus 96 percent (gross profit of $2,363,188
not qualify for installment reporting pur- section, if in the course of a liquidationdivided by total contract price of $2,463,188).
suant to section 453(k)(2). a shareholder assumes secured or unsetvi) Under 88 1.446-2(e)(1) and 1.1275-2(a),
(i) Special rules to account for thecured liabilities of the liquidating corpo- $98:527 of the $150,000 payment is treated as a
e . . . . . payment of the interest and original issue discount
qualifying installment obligatioa- ration, or receives property from thei, accrued on the obligation from July 31, 1998,
(A) Issue price A qualifying installment corporation subject to such liabilitieSto January 31, 1999 ($75,000 of quaiified stated
obligation is treated by a qualifying (including any tax liabilities incurred by interest and $23,527 of original issue discount).
shareholder as newly issued on the datite corporation on the distribution), theThe ba'a”‘ie C;f the P_ayrlne;:,t ($51,473) is “_ea;eq as
of the distribution. The issue price ofamount of the liabilities is added to thej 5% "< 214%]:22{%5 Oﬁglrjggg”'ze n
the qualifying installment obligation on shareholder’s basis in the stock of the example 2.() T owns Blackacre, unimproved
that date is equal to the sum of thdiquidating corporation. These additionseal property, with an adjusted tax basis of
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$700,000. Blackacre is subject to a mortgaggyinning on the date the plan of liquida- (i) Examples.The provisions of this
(underlying mortgage) of $1,100,000. A is ”‘?_Eifﬂ is adopted. See paragraph (c)(4) oparagraph (c)(3) are illustrated by the

personally liable on the underlying mortgage and, . . . . . .
the T shares held by A are not encumbered by thEIS Section for an exception for install-following examples:

underlying mortgage. The other assets of T consighient obligations acquired in respect to Example 1.(i) A, an individual, owns all of the
of $400,000 of cash and $600,000 of accountgertain sales of inventory. Also see paraSiock of T corporation, a C corporation. T has an
receivable attributable to sales of inventory in thegranh (c)(5) of this section for an excep operating division and three wholly-owned subsid-

ordinary course of business. The unsecured liabili d o : Taries, X, Y, and Z. On February 1, 1998, T, Y,
ties ofr‘)|/' total $900,000. tion for installment obligations attribut- and z all adopt plans of complete liquidation.

(i) On February 1, 1998, T adopts a plan of@ble to sales of certain property that do (i) On March 1, 1998, the following sales are

complete liquidation complying with section not generally qualify for installment salemade to unrelated purchasers: T sells the assets of
453(h)(1)(A), and promptly sells Blackacre to Btreatment. its operating division to B for cash and an
for a 4-year mortgage note (bearing adequate installment obligation. T sells the stock of X to C
stated interest and otherwise meeting all of the (2) Corporate assetsExcept as pro- for an installment obligation. Y sells all of its

requirements of section 453) in the face amount of/i ; ; ; _assets to D for an installment obligation. Z sells
] ) Sided in section 453(h)(1)(C), in para all of its assets to E for cash. The B, C, and D

$4 million. Under the agreement between T and B i ; ;
T (or its successor) gis to continue to makedraPh (c)(4) of this section (relating tOjngtaliment obligations bear adequate stated inter-

principal and interest payments on the underlying€rtain sales of inventory), and in paraest and meet the requirements of section 453.
mortgage. Immediately thereafter, T completes itgraph (c)(5) of this section (relating to (i) In June 1998, Y and Z completely liqui-
liquidation by distributing to A its remaining cash certain tax avoidance transactions), th@ate, distributing their respective assets (the D
of $400,000 (after payment of T's tax liabilities), natyre of the assets sold by, and the td stallment obligation and cash) to T. In July

accounts receivable of $600,000, and the $4 mil- . . 98, T completely liquidates, distributing to A
lion B note. A assumes T's $900,000 of unsecuredCNS€JUeNces to, the selling corporatiofhsh and the installment obligations respectively

liabilities and receives the distributed propertyd0 not affect whether an installmentissued by B, C, and D. The liquidation of T is a
subject to the obligation to make payments on th@bligation is a qualifying installment liquidation to which section 453(h) applies and the
$1,100,000 underlying mortgage. A receives ”fbbligation. Thus, for example, the factllqwdatlons_ of Y and Z_ into T are liquidations to
payments from B on the B note during 1998.  that"the fair market value of an asset jdMich section 332 applies.

i i . . iv) Because T is in control of Y (within the
is (rlg)pctjr{]elgslsijAefnthh:tihnesrtglllsrﬁérf? %gtz:]r;s;c#g!ess than the adjusted basis of that assr%éagling of section 368(c), the 0 obligation

selling price is $5 million (cash of $400,000, N the hands of the corporation; or thatcquired by Y is treated as acquired by T pursuant
accounts receivable of $600,000, and the B note ¢dhe sale of an asset will subject theo section 453(h)(1)(E). A is a qualifying share-

$4_1 'miIIioryl). The total contract _price also is $5 COI’pOI’ation to depreciation reCapturé‘lolder and the |nsta!|n”_|ent _0b||gat|ons |ssged _by B,
a5 it 0 e T O e ction 1965 or sttt s s
unsecured T liabilities assumed by A and by thel290); or that the assets of a trade Ofion on the installment method as if the cash and
obligation (subject to which A takes the distributedbusiness sold by the corporation for amnstallment obligations had been received in an
property) to make payments on the $1,100,000nstallment obligation include depre_installment'sale of the stock of T corporation.

e o 5o toao00. Aerrgareciable property, certain marketable secuspCfr SO0 23CC0 B0 820 06 050 (200
the gross profit is $2,900,000 (selling price of $5/11€S, accounts receivable, 'nSta”menEbligation to T. Under sections 453B(a) and 336,

million less aggregate adjusted tax basis ofbligations, or cash; or that the distribu-T recognizes gain or loss on the distribution of the
$2,100,000). The gross profit ratio is 58 percention of assets to the shareholder is or i8, C, and D installment obligations to A in
(gross profit of $2,900,000 divided by the totalpnot taxable to the corporation undeexchange for As stock.

contract price of $5 million). The 1998 payments ; Example 2.(i)) A, a cash-method individual
to A are $1 million ($400,000 cash plus $600,000$ecn0ns 336 and 453B, does not aﬁe%xpayer, owns all of the stock of P corporation, a

receivables) and A recognizes gain in 1998 owhether installment obligations received: corporation. P owns 30 percent of the stock of
$580,000 (58 percent of $1 million). in exchange for those assets are treatedl corporation. The balance of the Q stock is
(iv) In 1999, A receives payment from B on theas qualifying installment obligations byowned by unrelated individuals. On February 1,
B note of $1 million (exclusive of interest). As the shareholder. However. an 0b|igati0r1'998' P adopts a plan of complete liquidation and
gain recognized in 1999 is $580,000 (58 percen : T sells all of its property, other than its Q stock, to
of $1 million). }ecelved k_)y the corpor_at|on in exchange-B, an unrelated purchaser for cash and an install-
(b) Qualifying shareholder.For pur- for cash, in a transaction unrelated t0 @ent obligation bearing adequate stated interest.
- ; g sale or exchange of noncash assets I®n March 1, 1998, Q adopts a plan of complete
poses of this sectionqualifying Share.- the corporation, is not treated as diquidation and sells all of its property to an
holder means a shareholder to which, '

- WHETTOIUR ot [P iy ati unrelated purchaser, C, for cash and installment
with respect to the liquidating distribu- qualifying installment obligation. obligations. Q immediately distributes the cash

tion, section 331 applies. For example, a (3) Installment obligations distributed and installment obligations to its shareholders in
creditor that receives a distribution fromin liquidations described in section ;OEﬂF:Jiedt‘lﬁgsmdiltsstrililg%l:ilgatlt%n;o\Pcr:smhpttl%lethserﬁgtt;:l
a liquidating corporation, in exchange453(h)(1)(Ey—()) In general.In the case mer?t oblige{tion, and g C installment obligation
for the creditor’s claim, is not a qualify- of a liquidation to which section that P received in the liquidation of Q.
ing shareholder as a result of that distri453(h)(1)(E) (relating to certain liquidat- (i) In the hands of A, the B installment
bution regardless of whether the liquidaing subsidiary corporations) applies, gPbligation is a qualifying installment obligation. In
tion satisfies section 453(N)(L)(A).  qualifying installment obligation ac- "% ands of P the C installment obligation was a
(c) Qualifying installment obliga- quired in respect to a sale or exchanggands of A, the C installment obligation is not
tion—(1) In general For purposes of by the liquidating subsidiary corporationtreated as a qualifying installment obligation be-
this section,qualifying installment obli- will be treated as a qualifying install- cause P owned only 30 percent of the stock of Q.
gation means an installment obligationment obligation if distributed by a con-Because P did not own the requisite 80 percent
. . . ... stock interest in Q, P was not a controlling
(other than an evidence of indebtednessolling corporate shareholder (within ¢o5orate shareholder of Q (within the meaning of
described in § 15a.453-1(e) of thisthe meaning of section 368(C)) t0 asection 368(c)) immediately before the liquidation.
chapter, relating to obligations that arequalifying shareholder. The precedingTherefore, section 453(h)(1)(E) does not apply.
payable on demand or are readily tradsentence is applied successively to eachus: in the hands of A, the C obligation is
able) acquired in a sale or exchange ofontrolling corporate shareholder, if any;‘r),gsg\',?gz?]gg 2?iﬁdtggggﬁgs)m;ﬁd(?Sc’ttraeapt‘érdcgii
corporate assets by a Ilqwdatlng corpoabove the first controlling corporatepayment to A in the year of distribution. Accord-
ration during the 12-month period be-shareholder. ingly, for 1998, A reports as payment the cash and
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the fair m_arket v_alu_e qf the C obligation distrib- graph (c)(4). In this example, assume Qualifying Install- Cash and
uted to A in the liquidation of P. that all obligations bear adequate statetkem ment Obligations ~ Other Property
(iii) Because P held 30 percent of the stock ofinterest within the meaning of SeCtioncash $190,000

Q, section 453B(d) is inapplicable to P. Under .
Sections 453B(a) and 336, accordingly, O recog_1274(c)(2) and that the fair market valueB note ~ $200,000

nizes gain or loss on the distribution of the cOf €ach nonqualifying installment obli- C note $100,000

obligation. P also recognizes gain or loss on thgation equals its face amount. The exP note  $170,000

distribution of the B and C instaliment obligations ample is as follows: g?]c(’)tteé $230.000 ?ggggg
to A in exchange for A's stock. See sections 453B Example.(i) P corporation has three operating o0,V b YR

and 336. divisions, X, Y, and Z, each engaged in a separata®® $700,000 $300,000
(4) Installment obligations attribut- trade or business, and a minor amount of invest.

able to certain sales of inventopy mMent assets. On July 1, 1998, P adopts a plan oface amount $240,000.

(i) In general An installment obligation complete liquidation that meets the criteria of (vi) Assume that As adjusted tax basis in the

ired b L liquid section 453(h)(1)(A). The following sales arestock of P is $100,000. Under the installment
acquired by a corporation in a liquida-promptly made to purchasers unrelated to P: Bhethod, As selling price and the contract price are

tion that satisfies section 453(h)(1)(A) insells all of the assets of the X division (includingpoth $1 million, the gross profit is $900,000
respect to a broken lot of inventory isall of the inventory property) to B for $30,000 (se|iing price of $1 million less adjusted tax basis

e ; ; ; cash and installment obligations totalling ) .
not a_quallfylng mst_allment_obllgatl_on. $200,000. P sells substantially all of the inventoryOf $10t0,000), andf_tthef gg%sésog(r)ozt_ _iiatlc(i) bls tsi)io
If an installment obligation is acquired jronery of the v division to C for a $100,000 PETCENt (gross profit o : ivided by the

in respect to a broken lot of inventoryinstallment obligation, and sells all of the otherigggai[ prlcet of 31 fmélg(;g)bo/éccg(;dlngly, Itn ¢
and other assets, on e portion of thessets of the ivision (excluding cash but ' X ' )
d oth t ly the port f th f the Y d (exclud h b reports gain o (90 percent o
. S . . ; ; ; ; ; $300,000 payment in cash and other property). A's
installment obligation acquired in re- including installment receivables previously ac-* e Y/
- - _quired in the ordinary course of the business ofidjusted tax basis in each of the qualifying
spect to th.e .broken lot of Inventory Sy, division) to D for a $170,000 installment installment obligations is an amount equal to 10
not a qL_Jallfylng m_stallment obllgatlc_)n. obligation. P sells 1/3 of the inventory property ofPercent of the obligation's respective face amount.
The portion of the installment obligationthe z division to E for $100,000 cash, 1/3 of theAs adjusted tax basis in the F note, a nonqualify-
atributable to other assets is a qualifyemon By o O o e matket valus of o nots when ecohed by A
; : At , installment obligation, and all of the .
"}g ilir-]Sta”m?m Oti)i“gatlor?i') Fii)l’ plierosie other assets of the Z division (including theAs adjusted tax basis in the G note, a mixed
of this section, the termbroken 1ot Of \emaining 1/3 of the inventory property worth obligation, is $33,000 (10 percent of the $230,000
inventory means inventory property that$100,000) to G for $60,000 cash, a $240,00ualifying installment obligation portion of the
is sold or exchanged other than in bulknstallment obligation, and the assumption by G ohote, plus the $10,000 nonqualifying portion of the
: : ; assumed by G, which are unsecured liabilities and (vii) In respect to the $100,000 payment re-
ing SUbStantla"y all of the mventory_ liabilities encumbering the inventory property ac-ceived from G in 1999, $10,000 is treated as the
property attributable to a trade or busiquired by G, aggregate $30,000. Thus, the totalecovery of the adjusted tax basis of the
ness of the corporation. See paragrapburchase price G pays is $330,000. nonqualifying portion of the G installment obliga-
(c)(4)(ii) of this section for rules for (i) P immediately completes its liquidation, tion and $9,000 (10 percent of $90,000) is treated
determining what portion of an install- distributing the cash and installment obligationsas the recovery of the adjusted tax basis of the
ment obligation is not a ualifyin in- which otherwise meet the requirements of sectioportion of the note that is a qualifying installment
9 a g 453, to A, an individual cash-method taxpayerobligation. The remaining $81,000 (90 percent of

stallment obligation. who is its sole shareholder. In 1999, G makes #90,000) is reported as gain from the sale of A's
(i) Rules for determining nongqualify- payment to A of $100,000 (exclusive of interest)stock.
ing portion of an installment obligation, °" the $240,000 installment obligation. (5) Installment obligations attribut-

. - (iii) In the hands of A, the installment obliga- . -
If a broken lot of inventory is sold to a ;.. issued by B, C. and D are qualifying able to sales of certain property(i) In

purchaser together with other corporat@staiment obligations because they were timehd€neral. An installment obligation ac-
assets for consideration consisting of ahcquired by P in a sale or exchange of its asset§uired by a liquidating corporation, to
installment obligation and either cash/n addition, the installment obligation issued by Cthe extent attributable to the sale of

other property, the assumption of (oS @ Qualifying installment obligation because ity qnerty described in  paragraph
arose from a sale to one person In one transacti

taking property subject to) corporatey s pstantially all of the inventory property of the (€)(5)(ii) of this section, is not a qualify-
liabilities by the purchaser, or sometrade or business engaged in by the Y divisioning oObligation if the corporation is
combination thereof, the installment ob- (i) The installment obligation issued by F is formed or availed of for a principal
ligation is treated as having been acnot a qualifying installment obligation because itpurpose of  avoiding section
quired in respect to a broken lot of'S In resfpﬁ‘:t.to : bro"ei?i. lot of '”VegtgryéA 453(b)(2)(A) (relating to dealer disposi-
inventory only to the extent that the fairgoc:ﬂgﬂf;’in; ien'srgﬁngnrﬁn;g’iigg?;'r?gr'fdsgeporgon istions), section 453(j) (relating to sales of
market value of the broken lot of inven-not a qualifying installment obligation, determinedProperty subject to recapture), or section
tory exceeds the sum of unsecured lias follows: G purchased part of the inventory453(k) (relating to dispositions under a
abilities assumed by the purchaser, sgvoperty (with a fair market value of $100,000) revolving credit plan and sales of stock
cured liabilities which encumber the2nd &l of (e (;g‘g[)gos)setissszfi ihe 2 dision BYor securities traded on an established
broken lot of inventory and are assume(gbi)i/g{ﬁion ($240,000), and assu?nmg liabilities ofS€curities market) through the use of a
by the purchaser or to which the brokenhe z division ($30,000). The assumed liabilitiesparty bearing a relationship, either di-
lot of inventory is subject, and the sum($30,000) and cash ($60,000) are attributed first tpectly or indirectly, described in section
of the cash and fair market value ofthe inventory property. Therefore, only $10,000 ofy67(h) to any shareholder of the corpo-

. . the $240,000 installment obligation is attributed to__,.
other property received. This rule e}p"mventory property. Accordingly, in the hands of A, ration.

plies solely for the purpose of determinhe G instaliment obligation is a qualifying install- (i) Covered propertyProperty is de-
ing the portion of the installment obliga- ment obligation to the extent of $230,000, but isscribed in this paragraph (c)(5)(ii) if,

tion (if any) that is attributable to the "t @ ?L’tﬁ"fy;q% Oiggtaltltmsr]: k:ib"tgattii‘i’”.to tthe within 12 months before or after the
H extent o e y attrioutaple 1o e Inventor . . . .
broken lot of inventory. property. yadopt|on of the plan of liquidation, the

(i) Example.The following example ~ (v) in the 1998 liquidation of P, A receives a Property was owned by any shareholder
illustrates the provisions of this para-liquidating distribution as follows: and—
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(A) The shareholder regularly sold or (e) Effective dateThis section is ap- spect to the low-income housing tax
otherwise disposed of personal propertplicable to distributions of qualifying credit relating to the application of sec-
of the same type on the installment plarinstallment obligations made on or aftettion 42(d)(5) to certain rental assistance
or the property is real property that thethe date final regulations are filed withprograms under section 42(g)(2)(B)(i).

shareholder held for sale to customers ithe Federal Register. The text of those temporary regulations
the ordinary course of a trade or busi- also serves as the text of these proposed
ness (provided the property is not de- Margaret Milner Richardson, regulations. The preamble to the tempo-
scribed in section 453(l)(2)(relating to Commissioner of Internal Revenuerary regulations explains the temporary
certain (_axcepﬁons Fo the definition of(File d by the Office of the Federal Register Onregulations.
dealer dISpOSItlonS)), January 21, 1997, 8:45 a.m., and published in th .

(B) The sale of the property by theissue of the Federal Register for January 22, 199%peC|al Analyses
shareholder would result in recapturé? F.R. 3244) It has been determined that this notice
income (within the meaning of section of proposed rulemaking is not a signifi-
453(i)(2)), but only if the amount of Notice of Proposed Rulemaking cant regulatory action as defined in EO
recapture is equal to or greater than 5@ection 42(d)(5) Federal Grants 12866. Therefore, a regulatory assess-
percent of the property’s fair market ment is not required. It also has been
value on the date of the sale by theREG-254394-96 determined that section 553(b) of the
corporation;, . . Administrative Procedure Act (5 U.S.C.

(C) The property is stock or securi-ASSE)NcT:éaslgrt;mal Revenue Ser\”Cechapter 5) does not apply to these
ties that are traded on an establisheg ' ' regulations and, because these regula-
securities market; or ACTION: Notice of proposed rulemak-tions do not impose on small entities a

(D) The sale of the property by theing by cross-reference to temporarycollection of information requirement,
shareholder would have been under Eegulations. the Regulatory Flexibility Act (5 U.S.C.
revolving credit plan. chapter 6) does not apply. Therefore, a

. SUMMARY: In *** T.D. 8713, page 4, ibili is i

(i) Safe harbor Paragraph (c)(5)(i) the IRS is issuing temporary reguIationqi%%lijrlgéor)éursli);r?t"IPOI g}rl?ilg?s?égs(rf])o tof
of this section will not apply to the wjth respect to the low-income housingihe |nternal Revenue Code. this notice
liquidation of & corporation if, on the tax credit relating to the application of ot hronosed rulemaking will be submit
date the plan of complete liquidation issection 42(d)(5) to certain rental assisteq to the Chief Counsel for Advocacy
adopted and thereafter, less than nce programs under section 42(9)(2)sf the Small Business Administration for
percent of the fair market value of the(g)(j). The text of those temporary regU-comment on its impact on small busi-
corporation’s assets is attributable (Qations also serves as the text of thesgacg
property described in paragraphproposed regulations. '

(c)(5)(ii) of this section. . Comments and Requests for a Public
(iv) Example.The provisions of this DATES: Written comments and requests, ..., o

paragraph (c)(5) are illustrated by thdO" @ Public hearing must be received by .

following example: April 28, 1997. Before these proposed regulations are

Example.Ten perce_nt of _the fair market value ADDRESSES: Send submissions to-atdOpteq” ?)s ﬁnal rtEQUIations.it consider-
of the assets of T is attributable to stock anchDOMCORPR (REG—254394—96) ation wi e glven 0] any written com-

securities traded on an established securities mar= ~'ments (a signed original and eight (8)
ket. T owns no other assets described in paragragiPOm 5226, Internal Revenue Serwcecopies) that are submitted timely to the
(c)(5)(ii) of this section. T, after adopting a plan of POB 7604, Ben Franklin Station, Wash-lRS All comments will be available for
complete Iri]qtllédation, Sg"s all of itS_stockhandington, DC 20044. Submissions may b ubiic inspection and copying. A public
securities holdings to C corporation in exchang : _ 9.

$hand delivered between the hours of earing may be scheduled if requested

for an installment obligation bearing adequate, . . . .
stated interest, sells all of its other assets to B and 5 p.m. to: CC:DOM:CORPR;,, writing by a person that timely

corporation for cash, and distributes the cash a}n(REG—254394—96)1 C_ourier's Desk, I_n'submits written comments. If a public

installment obligation to its sole shareholder, A, internal Revenue Service, 1111 Constitu . . :

a complete liquidation that satisfies sectiontion Avenue, NW, Washington, DC. Al- hearm_g s scheduled, a nOtlce.Of the

453(h)(1)(A). Because the C installment obligatio . ' ' ’ - date, time, and place for the hearing will
((L)A) N anjernatively, taxpayers may submit - : -

arose from a sale of publicly traded stock an ' . . be published in theFederal Register.

securities, T cannot report the gain on the sal€0Mments electronically via the Internet

under the installment method pursuant to sectioRy selecting the “Tax Regs” option on Drafting Information

453(k)(2). In the hands of A, however, the Cthe |IRS Home Page, or by submitting L

installment obligation is treated as having arisenyomments directly to the IRS Internet . The pI’InC_Ipal author Of these r_egula-

out of a sale of the stock of T corporation. Infsite at http://WWW.irs.ustreas.gov/prod/t'ons is Christopher J. Wilson, Office of

addition, the general rule of paragraph (c)(5)(i) o ; ;
this section does not apply, even if a principaltaX_regs/comments/html. Assistant Chief Counsel (Passthroughs

urpose of the liquidation was the avoidance of and Special Industries). However, other

Sec?ion 453(k)(2),qbecause the fair market value of OR FURTHER INFORMATION CON- personnel from the IRS and Treasury
the publicly traded stock and securities is less thaTACT: Christopher J. Wilson (202) 622—Department participated in their devel-
15 percent of the total fair market value of T's 3040 (not a toll-free call). opment.
assets. Accordingly, section 453(k)(2) does not

apply to A, and A may use the installment metho UPPLEMENTARY INFORMATION:
to report the gain recognized on the payments i '

receives in respect to the obligation.

* * * * *

Proposed Amendments to the Regula-

(d) Liquidating distributions received Background tions
in more than one taxable yeafRe- Temporary regulations published in Accordingly, 26 CFR part 1 is pro-
served] *** T.D. 8713 provide rules with re- posed to be amended as follows:
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PART 1—INCOME TAXES

Paragraph 1. The authority citation forcgléré)rr%cﬁgarship Fund, Katy, TX

part 1_is amended by add_ing an entry Irtandlelighters Circle of Friends
numerical order to read in part as fol- Childhood Cancer Support Group
lows: . - Inc., Tulsa, OK
Authority: 26 U.S.C. 7805 Christian Center of Universal Peace of
Section 1.42-16 also issued under 26 y5ston. Houston, TX

U.S.C. 42(n); * * * _ Classical Traditions International

read as follows: Clearwater Youth Wrestling Club,
- . Clearwater, KS

§ 1.42-16 Eligible basis reduced bY~qiorado Latino AIDS Community

federal grants. Network, Inc., Denver, CO

[The text of this proposed section isColorado Parents for All Children,

the same as the text of § 1.42-16T Colorado Springs, CO .
published in T.D. 8713, page 4.] Cosme Garto Memorial Scholarship

Foundation, Salt Lake City, UT
Margaret Milner Richardson, Covenant Ministries, Inc., Fort Worth,
Commissioner of Internal Revenue, . )
Delta Nutrition Services, Houston, TX

(Filed by the Office of the Federal Reigster on ;
January 24, 1997, 8:45 a.m., and published in thg)oFCgrr':tVSoorltjr?C'lll)(()f Forth Worth Zoo,

issue of the Federal Register for January 27, 1997 . .
ECO-Fair Texas, Inc., Austin, TX

62 F.R. 3848)
Elfields Residential, Houston, TX

Families Actively Communicating
Together, Winfield, KS

Family Outreach of Southern Dallas,
Inc., Dallas, TX

Flagstaff Youth Hockey Association,
The following organizations have Inc., Flagstaff, AZ

failed to establish or have been unablé&lour Bluff Helping Hand, Corpus

to maintain their status as public chari- Christi, TX

ties or as operating foundations. Accordfort Worth Foundation, Fort Worth, TX

ingly, grantors and contributors may notFoster Place Community Center, Inc.,

after this date, rely on previous rulings Houston, TX

or designations in the Cumulative ListFreedom for Youth, Denver, CO

of Organizations (Publication 78), or onfFriends of the Utah Center, Salt Lake

the presumption arising from the filing City, UT

of notices under section 508(b) of theGlendale Centennial Committee,

Code. This listing doesiot indicate that  Glendale, AZ

the organizations have lost their statugreater Fort Worth Luis Palau Crusade,
as organizations described in section Fort Worth, TX
501(c)(3), eligible to receive deductiblepjispanic American Medical Scholarship
contributions. Fund, Houston, TX

Former Public Charities The follow- Housing and Neighborhood

ing organizations (which have been peyelopment, Phoenix, AZ

Foundations Status of Certain
Organizations

Announcement 97-28

Buckingham Square Optimist Fund Inc.,

Kiamichi Country Genealogy Society,
Broken Bow, OK

Kids Place, Salt Lake City, UT

Killough Middle School Parent Advisory
Committee, Killough Middle School
Advise Committee, Houston, TX

La Compania Madre, Inc., Honolulu, HI

Life Giving Word Ministries, Inc., Tulsa,
OK

Lighthouse Counseling Services, Inc.,
Oklahoma City, OK

Loyal Companions for the Handicap
Training Institute, Oklahoma City, OK

Mayes County Resource Council, Inc.,
Pryor, OK

Megan Ledue Guardian Angel
Foundation, Wichita Falls, TX

Metatheatre, Tucson, AZ

Moore County Crime Stoppers, Inc.,
Dumas, TX

National Commission on Rape
Prevention, Inc., Scottsdale, AZ

Neighborhood Pioneer Clubs, Colorado
Springs, CO

Network of Lyricists and Songwriters,
Inc., Pearland, TX

New Mexico Partnership for
Mathematics and Science Education,
Albuquerque, NM

New Mexico Wildlife Foundation, Santa
Fe, NM

North Valley Paralegal Service of
Arizona, Glendale, AZ

Open Heart, Inc., Houston, TX

Our House, Inc., Denver, CO

Phoenix Center for Rape Prevention,
Phoenix, AZ

Prairie Dog Pals of ABQ, Albuquerque,
NM

Project Hungry for El Paso, El Paso, TX

Puente De Esperanza, Espanola, NM

Putnam-Fullana Education Association,
Inc., Fort Collins, CO

Pylon Salesmanship Club, Dallas, TX

Red River Symphony Guild, Inc.,
Sherman, TX

treated as organizations that are nQlig,ston Business League, Houston, TXROCK Springs Youth Boys Basketball,

private foundations described in sectio
509(6}) of ':che goge) are now classifie Inc., San Antonio, TX
as private foundations: ICAK, Inc., Lawrence, KS
AIDS Equity League, Inc., Houston, TX | 4ian Health Care Clinic, Inc., Salt
AIDS Resource Center of Texoma, Lake City, UT
Sherman, TX
Albuguerque Literacy Program, Inc.,
Albuquerque, NM
Austin Area Youth, Austin, TX
Austin Junior Chamber of Commerce

ouston Japanese Television Ministry,

Enteral Nutrition, Salt Lake City, UT
Irving Elementary School Parent

Joe Holland Evangelistic Association,

Foundation, Inc., Austin, TX Colony, TX
Austin Releaf Council, Austin, TX Jones Spiritual Research Center, Inc.,
Big Bend, Inc., Riverton, WY Longview, TX

Kerrville South Volunteer Fire
Department, Inc., Kerrville, TX

15

Brownsville Opportunity Youth Soccer
Association, Inc., Brownsville, TX

Rock Springs, WY
Rocky Mountain Center for Attitudinal
Healing, Colorado Springs, CO
Sal De Ahi, Santa Fe, NM
Shepherds Center of Chanute, Inc.,

Intermountain Society for Parenteral and Chanute, KS

Smithson Valley High School Athletic
Booster Club, Spring Branch, TX

Teacher Organization PTO, Mesa, AZ Sonshine College for Oriental Senior

Citizens, Dallas, TX

Southern Arizona Environmental
Management Society, Inc., Tucson,
AZ

South Texas Festival of Film, Corpus
Christi, TX
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South Texas Organization for Service to announce such revised classi996, through December 31, 1996. You
Reproductive Medicine, San Antonio, fication of foundation status in the Inter-can download the publication if you

X nal Revenue Bulletin. have a computer with a modem. Dial
Southwest Aquatic Specialties, Inc., 1-304-264—7070 and follow the instruc-
Hobbs, NM tions. If you have problems download-

. Changes to Publication 515 for ; e .
Spectrum Housing, Dallas, TX New Income Tax Treaty and ing the publication, call the help line at

Tarrant County Junior Livestock Show Protocol 1-304-263-8700 and ask for the bulle-

Association, Inc., Fort Worth, TX tin board. (These are not toll-free calls.)
Tejanos for Onda Music, Dallas, TX  announcement 97-29
Texas Tiger Tournament, Inc., Houston,

lassification of Certain

TX The United States recently exchange ansactions Involving Computer
Tiyospaye, Inc., Wichita, KS instruments of ratification for a new roarams: Correctior? P
Toe Tappers, Houston, TX income tax treaty with Kazakstan and :f 9 '
Tomboys, Burkburnett, TX new protocol with Indonesia. This infor- Announcement 97-31
Touch Foundation, Colorado Springs, mation is not reflected in the 1996 _
CcO revision of Publication 515Withholding AGENCY: Internal Revenue Service
Touch Town Incorporated, Missouri of Tax on Nonresident Aliens and For-(IRS), Treasury.
City, X _ eign Corporations (For withholding in \~1i5N: correction to notice of pro-
Toy Lending Library, Inc., Kerrville, TX 1997) which was printed before theseposed rulemaking
Triangle Recovery Foundation, Inc., items were exchanged. Use the follow- '
Beaumont, TX ing information to modify the 1997 SUMMARY: This document contains
Triple Cross Ministries, Inc., Spencer, Withholding tables in Publication 515.corrections to the notice of proposed
OK Kazakstan. The provisions for taxes rulemaking (REG-251520-96[1996-48
Triumph, Inc., Wichita, KS withheld on interest, dividends, and roy-.R.B. 15]) which was published in the
Troxler Charitable Foundation, Inc., alties are effective for amounts paid orFederal Register on Wednesday, No-
Dallas, TX credited on or after February 1, 1997vember 13, 1996 (61 FR 58152). The
Tulsa Parents As Teachers, Inc., Tulsa, For other taxes, the provisions are effecnotice of proposed rulemaking relates to
OK tive for tax periods beginning on orthe tax treatment of certain transactions
Tulsa Theatreworks, Inc., Tulsa, OK after January 1, 1996. involving the transfer of computer pro-
Tulsa Visiting Nurse Services, Inc., The withholding rates for 1997 aregrams.
Tulsa, OK the same as the tax rates for 1996. Th
24 Hour Serenity Club, Poolview, TX  provisions and tax rates can be found 'LESETFL\J/\%LZERI—:NT\A%F:::QAIZISZ'\; %%\l_

United Hispanic Fund, Uvalde, TX Tables 1 and 2 of the March 1997

Ushers of the Coming, Inc., Dallas, TX revision of Publication 901,U.S. Tax 3880 (not a toll-free number).

\eterans _Rainbow House, Inc., Salt Treaties. _ o SUPPLEMENTARY INFORMATION:
Lake City, UT Indonesia. The provisions of the new
VNA Management Services, Inc., Tulsa, protocol are effective for amounts paidBackground
OK or credited on or after February 1, 1997. ) )
Weatherization Managers Association, ~ Table 1of Publication 515 reflects the = The notice of proposed rulemaking
Salt Lake City, UT January 1997 rates. For amounts paid ¢pat is subject to these corrections is
Yellow Ribbon Family Support Group, credited on or after February 1, 1997under section 861 of the Internal Rev-
Brownwood, TX make the following changes fGable * €nue Code.
Yes | Can Extended Hours Child Care, 1) Under income codes 1, 2, 3, 7, 11 .
Broomfield, CO and 12, replace “15” with “10.” Need for Correction
Youth Development Tae Kwon Do 2) In column 7, add footnote “b.”  As published, the notice of proposed
Foundation, Inc., Oklahoma City, OK The reduced rate only applies if therulemaking (REG-251520-96) contains
Youth Enchancement Services, Inc.,  foreign parent corporation owns directlyerrors that may prove to be misleading
Austin, TX at least 25% of the voting stock of theand is in need of clarification.
Youth for Christ Association of the company paying the dividends.
World, Spirit Lake, ID Correction of Publication

Zora Neale Hurston-Roof Garden
Museum, Inc., Belle Glade, FL
If an organization listed above sub-,,.0ncement 97-30

mits information that warrants the re-

newal of its classification as a public The 1996 fourth quarter update of th

charity or as a private operating foundadirectory section of Publication 938, _

tion, the Internal Revenue Service willReal Estate Mortgage Investment Con—§ 1.861-18 [Corrected]

issue a ruling or determination letterduits (REMICs) Reporting Information 1. On page 58157, column 2,

with the revised classification as to(And Other Collateralized Debt Obliga- § 1.861-18, paragraph (h), paragraph

foundation status. Grantors and contributions (CDOSs)),is now available on the (ii)(B) of Example 1Q. line 2, the

tors may thereafter rely upon such ruHRS electronic bulletin board (IRP-language “circumstances, P is properly
ing or determination letter as providedBBS). The update contains informationtreated as the” is corrected to read
in section 1.509(a)-7 of the Income Taxeceived by the Internal Revenue Ser‘circumstances, Corp E is properly

Regulations. It is not the practice of thevice during the period September 1jreated as the”.
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REMICs Publication Updated Accordingly, the publication of pro-
posed rulemaking (REG-251520-96)
which is the subject of FR Doc. 96—
629055 is corrected as follows:



2. On page 58157, column 2,Form 5309 Revision regarding the plan section number, and
§ 1.861-18, paragraph (h), paragraph (i) new questions numbered 6d and 6f.
of Example 12. line 8, the language Announcement 97-32 Other question numbers were reformat-
“fee, Corp C receives the right to L . ted accordingly. A space was added for
receive” is corrected to read “fee, Corp FOrm 5309, Application for Determi- plan number, while the space for ad-

E receives the right to receive”. nation of Employee Stock Ownershipy .. plan adoption date, and phone

] ] Plaq, b:wa? be?n revllslgd and 'SS MOV umber were deleted. These items ap-

Cynthia E. Grigsby, avallable from Internal Revenue eVIC ear on the forms (Form 5300 or 5303)

Chief, Regulations Unit, Distribution Centers by calling 1-800- "\, "rorm 5309 must be attached.

Assistant Chief Counsel (Corporate).TAX FORM. The new revision date is p h

_ , _ January, 1997. Forms with prior revision P€rsons may computer generate tnis
(Filed by the Office of the Federal Register on

; form without approval if it is word-for-
January 16, 1997, 8:45 a.m., and published in thga‘tes may be used until July 1, 1997W0rd identical tpopthe revised form
issue of the Federal Register for January 17, 1997, Changes made to the form include the ’
62 F.R. 2633) substitution of “Yes” and “No” ques-

tions on lines 6 through 9 for questions
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Announcement of the Disbarment, Suspension, or Consent to Voluntary
Suspension of Attorneys, Certified Public Accountants, Enrolled Agents and
Enrolled Actuaries From Practice Before the Internal Revenue Service

Under 31 Code of Federal Regulaenue Service matter from directly oraccountant, enrolled agent or enrolled
tions, Part 10, an attorney, certified pubindirectly employing, accepting assis-actuary, and date or period of suspen-
lic accountant, enrolled agent or enrolledance from, being employed by or sharsion. This announcement will appear in
actuary, in order to avoid the institutioning fees with, any practitioner disbarredthe weekly Bulletin at the earliest practi-
or conclusion of a proceeding for hisor suspended from practice before theable date after such action and will
disbarment or suspension from practicénternal Revenue Service. continue to appear in the weekly Bulle-
before the Internal Revenue Service, To enable attorneys, certified publictins for five successive weeks or for as
may offer his consent to suspensioraccountants, enrolled agents and ermmany weeks as is practicable for each
from such practice. The Director ofrolled actuaries to identify practitionersattorney, certified public accountant, en-
Practice, in his discretion, may suspendinder consent suspension from practiceolled agent or enrolled actuary so sus-
an attorney, certified public accountantbefore the Internal Revenue Service, theended and will be consolidated and

enrolled agent or enrolled actuary inDirector of Practice will announce in thepublished in the Cumulative Bulletin.
accordance with the consent offeredinternal Revenue Bulletin the names and The following individuals have been

Attorneys, certified public accoun- addresses of practitioners who havelaced under consent suspension from
tants, enrolled agents and enrolled acteen suspended from such practice, thefractice before the Internal Revenue
aries are prohibited in any Internal Rev-designation as attorney, certified publicService:

Name Address Designation Date of Suspension

Vlymen, Neal Van San Diego, CA CPA Indefinite from November 1, 1996
Lombardi, Theresa Livonia, Ml CPA November 1, 1996 to October 31, 1998
Orfall, Warren Hood River, OR CPA November 1, 1996 to June 30, 1997
Oberman, Joseph Highland Park, IL CPA December 1, 1996 to August 31, 1997
Gazzola, Frank N. Mankato, MN CPA December 1, 1996 to November 30, 1997
Tumminello, Anthony G. St. Louis, MO Attorney December 17, 1996 to June 16, 1997
Heffelfinger, Harry N. Buffalo Grove, IL CPA December 20, 1996 to June 19, 1998
Zintl Jr., Ernst J. Newport, MN CPA December 23, 1996 to December 22, 1997
Alms, William R. Lake Forest, CA CPA January 1, 1997 to March 31, 1997
Smith, Arthur L. Athens, GA CPA January 1, 1997 to December 31, 1997
DeGroote Sr., Kevin J. Mesa, AZ CPA January 1, 1997 to October 31, 1997
Oliveri, Robert Bensalem, PA CPA January 1, 1997 to December 31, 1997
Davies, Preston S. Deerfield, IL CPA January 15, 1997 to December 14, 1997
Elbert, David L. Franktown, CO CPA Indefinite from January 21, 1997

Smith Jr., Phillip M. Long Beach, CA Attorney February 1, 1997 to March 31, 1997
Pennington, Richard A. Vandergrift, PA CPA February 1, 1997 to January 31, 2000
Tameron, Joseph A. Chandler, AZ CPA February 1, 1997 to September 30, 1998
Kalb, Mary C. Kearny, NE CPA February 1, 1997 to March 31, 1997
Pritchard, John J. San Diego, CA Enrolled Agent February 1, 1997 to March 31, 1997
Garrett, Richard Torrance, GA Enrolled Agent March 1, 1997 to May 30, 1997

Englert, Larry R. Eaton, OH CPA April 1, 1997 to May 30, 1997
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Definition of Terms

Revenue rulings and revenue procedureés modified because it corrects a pubmore than restate the substance of a
(hereinafter referred to as “rulings”) lished position. (Compare witamplified prior ruling, a combination of terms is
that have an effect on previous rulingsand clarified, above). used. For examplenodified and super-
use the following defined terms to de- Obsoleteddescribes a previously pub-seded describes a situation where the
scribe the effect: lished ruling that is not considered desubstance of a previously published rul-
Amplified describes a situation whereterminative with respect to future transing s being changed in part and is
no change is being made in a priorctions. This term is most commonlysontinued without change in part and it
publl_shed position, but the prior posltl_onuseq in a rgllng that lists previouslyis desired to restate the valid portion of
is being exten_ded_to apply to a varlatl_orpubllshed rulings that are obsoleteq beme previously published ruling in a new
of the fact situation set forth therein.cause of changes in law or regulatmns',u“ng that is self contained. In this case
Thus, if an earlier ruling held that aA ruling may also be obsoleted becausrﬁne iousl ; T g
L . X ; previously published ruling is first
principle applied to A, and the newthe substance has been included in reg\l odified and then. as modified. is su-
ruling holds that the same principle alsdations subsequently adopted. ’ '
applies to B, the earlier ruling is ampli- Revoked describes situations whereperSEded' . S ]
fied. (Compare withmodified below). the position in the previously published Supplementeds used in situations in
Clarified is used in those instancesruling is not correct and the correctwhich a list, such as a list of the names
where the language in a prior ruling isposition is being stated in the newof countries, is published in a ruling and
being made clear because the languagaling. that list is expanded by adding further
has caused, or may cause, some confu- Supersededdescribes a situation hames in subsequent rulings. After the
sion. It is not used where a position in avhere the new ruling does nothing moredriginal ruling has been supplemented
prior ruling is being changed. than restate the substance and situatigi¢veral times, a new ruling may be
Distinguished describes a situation of a previously published ruling (or Published that includes the list in the
where a ruling mentions a previouslyrulings). Thus, the term is used tooriginal ruling and the additions, and
published ruling and points out an estepublish under the 1986 Code andupersedes all prior rulings in the series.
sential difference between them. regulations the same position published Suspendeds used in rare situations to
Modified is used where the substancainder the 1939 Code and regulationsshow that the previous published rulings
of a previously published position isThe term is also used when it is desireavill not be applied pending some future
being changed. Thus, if a prior rulingto republish in a single ruling a series ofaction such as the issuance of new or
held that a principle applied to A but notsituations, names, etc., that were previamended regulations, the outcome of
to B, and the new ruling holds that itously published over a period of time incases in litigation, or the outcome of a
applies to both A and B, the prior ruling separate rulings. If the new ruling doesService study.

Abbrevia‘tions E.O—Executive Order. PHC—Personal Holding Company.
ER—Employer. PO—Possession of the U.S.

The following abbreviations in current use andERISA—Emponee Retirement Income Security Act. PR—Partner.

formerly used will appear in material published in

the Bulletin. EX—Executor. PRS—Partnership.

A—Individual. F—Fiduciary. PTE—Prohibited Transaction Exemption.
Acg—Acquiescence. FC—Foreign Country. Pub. L—Public Law.

B—Individual. FICA—Federal Insurance Contribution Act. REIT—Real Estate Investment Trust.
BE—Beneficiary. FISG—Foreign International Sales Company. Rev. Proc—Revenue Procedure.
BK—Bank. FPH—Foreign Personal Holding Company. Rev. Ruk—Revenue Ruling.
B.T.A—Board of Tax Appeals. F.R—Federal Register. S—Subsidiary.

C.—Individual. FUTA—Federal Unemployment Tax Act. S.P.R—Statements of Procedural Rules.
C.B—Cumulative Bulletin. FX—Foreign Corporation. Stat—Statutes at Large.

CFR—Code of Federal Regulations. G.C.M—Chief Counsel’s Memorandum. T—Target Corporation.

Cl—City. GE—Grantee. T.C—Tax Court.
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